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KEY ECONOMIC INDICATORS - THAILAND 


All value in million U.S.$ Exchange rates as of March 1976 
Unless otherwise stated. U.S. $1.00 = B 20.00 


A Bl/ c2/ p3/ 
1974 1975 Percent 
(Cumulative) Change 
INCOME AND PRODUCTION 
GNP at Current Prices (Mill.U.S.$) 10,738 14,784 
GNP at Constant (1962) Prices (Mill.U.S.$) 7,385 8,163 
Per Capita GNP, Current Prices (U.S.$) 260 338 
Production of major items ('000 M.T.) 
Rice (Paddy) (75/76) 14,175 14,800° 
Corn (Shelled) 2,300 3,000 
Rubber 412 349 
Tin ore 29 22 
Cement 3,706 3,952 
Petroleum Products (Mill.Litres) 7,803 7,641 
MONEY AND PRICES 
Money Supply 1,497 1,736" 
Public Debt Outstanding 2,559 2,776 
External Debt Outstanding 436 615 
External Debt Repayment & Interest 
as % of Export Earnings 3.1% 3.0% 
Interest Rates: 
Comm'1 Bank Prime 10.5 12.5 
Comm'l Bank Average 10.5-14 10.5-15 
Indices: 
Consumer Price (Oct 64 - Sept 65 = 100) 138.1 180.8 
Wholesale Price (1968 = 100) 136.6 182.6 
BALANCE OF PAYMENT AND TRADE 
Gold and For. Exch. Reserves4/ 1,082 1,372 
Balance of Payments 43 - 140? 
Balance of Trade - 498 - 805P 
Exports, FOB 1,611 2,370" 
U.S. Share (10/75) 163 199P 
Imports, CIF 2,109 3,175" 
U.S. Share (10/75) 296 410 


Main Imports from the United States: (Mill.$)(9/75): Machinery, Mechanical 

appliances and parts (56.9), Tobacco (33.5), Iron and Steel (14.5), Cotton 

(30.6), Vehicles (11.7), Electrical Machinery (28.8), Chemical Products (14.6), 

Fertilizer (29.2), Aircraft (44.3). 

Footnotes: (e) estimate for full year (P) Preliminary 

1/ Data are converted at $20.0 = $1.00 3/ Change from same period in 1974 

2/ To date shown, otherwise for CY 4/ Net Foreign Exchange position 

Source: National Economic and Social Development Board; Bank of Thailand; 
Business Economic Department; Customs Department; National Statistical 
Office. 





SUMMARY 


Thailand is in the midst of its second general election in as many 
years. The Government that emerges from the April 4 elections will 
be of paramount importance in establishing the climate for invest- 
ment over the next few years. 


The Thai economy is in basically healthy shape despite the disloca- 
tions of the past few years. The adverse trend in Thailand's terms 
of trade has caused a deficit in the balance of payments but this 
deficit is not large in relation to total trade. Furthermore, the 
government is taking steps to manage its international financial 
affairs while continuing to maintain the domestic development pro- 
gram. While there are still some weak spots in the economy, the 
outlook for recovery in 1976 is good. Inventories are being worked 
down and recovery in industrial countries should be reflected in 
improved demand for Thai exports. 


One of the notable features of the domestic economy is the govern- 
ments's increasing emphasis on raising income and improving public 
services in the rural sector, which is the basis of the Thai economy 
and in which 75 percent of the work force is occupied. There is 
general consensus among policy makers that Thailand should continue 
the efforts of the Sanya and Khukrit governments in the rural areas. 
Such consensus supports the belief that there will be no major change 
in direction on agricultural policy under any likely government . 


With emphasis being placed by the government on raising rural incomes 
and employment and on developing the economy in the countryside, 
sales prospects look attractive for exporters of agricultural and 
food-processing machinery and equipment, as well as a wide variety 
of products and services needed for planned development of the rural 
economy. There are other opportunities as well for a wide range of 
consumer goods, and for office and EDP equipment, scientific instru- 
ments, printing and graphic arts materials, and hospital and medical 
equipment. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Controversy over Rice Policy Leads to Increased Friction Within 
Cabinet 


Rice, the staple of the Thai diet, is also the staple of Thai 
economics and politics. This was illustrated once again at the 
turn of the year when a Government plan to link an increased 
guaranteed price to farmers with higher retail prices in Bangkok 
led to political turmoil which probably contributed to the breakup 
of the Government coalition, the dissolution of the lower house 
and new elections April 4. 


Emphasis on Rural Sector Increases 


The Khukrit Government's rice guarantee program was one part of its 
increased emphasis on the rural sector. Its special importance was 
that it squarely faced the issue that raising rural incomes was not 
a costless process and that the city of Bangkok would have to pay a 
price. An essential element in Thai rice policy has been keeping 
down the price of rice in politically-sensitive Bangkok. The reverse 
of this coin was keeping down the incomes of rice farmers. Through 
such devices as premium payments on rice exports, the farmers in 
practise subsidized the price of rice in Bangkok. For the past few 
years rural incomes have been rising because international demand 
and prices were favorable and because the government allowed some 
of the benefits of the higher prices to go to farmers. Farmers 
were one of the groups which benefited from inflation. In 1972 
farmers received about $25 a ton for their rice. In 1975 they 
received about $100 a ton -- four times more. Farm income as a 
percentage of Thai national income increased from 20 percent in 
1971 to 25.8 percent in 1974. 


The increased emphasis on improving rural income is not an innova- 
tion of the Khukrit Government. It is an aim of the current 
Economic and Social Development Plan drafted under the Thanom 
government. During the administration of Prime Minister Sanya much 
attention was given to new legislation on farm tenure and land re- 
form. The movement to improve rural economic conditions was given 
new impetus by the Communist victories in Indochina, which served 
to remind the Thai establishment of the dangers inherent in the 
serious imbalance between urban and rural areas both in income and 
in government services. The rice guarantee plan, which has run 
aground because of opposition to higher retail prices by labor and 
resistance of millers to pay the guaranteed price, is only one of 

a series of measures which the Khukrit Government has initiated. 
Others taken in the past year include direct grants to local govern- 
ments for short-term economic development projects in rural areas 
and increasing the availability of rural credit. 





There is sufficient consensus on the goal of increasing rural income 
that whatever political coalition controls the next government is 
likely to continue policies aimed at improving the lot of the farmer. 
To the extent such policies succeed, there will be increased demand 
for low-priced manufactured goods for both production and consump- 
tion -- pumps, fertilizers, pesticides, farm implements, radios, 
bicycles. 


Economic Performance in 1975 Fair, but Exports Lag 


By one of the measures of economic health, the growth rate of the 

GDP, Thailand did well in 1975. According to the statistics of the 
National Economic and Social Development Board, the rate of growth 

in the economy for 1975 was 6.4 percent in real terms, not a figure 
one associates with recession. By some more solid measures, however, 
where guesstimates play less of a role, the performance was not good. 
The trade deficit widened, the balance of payments was in deficit 

for the first time since 1971 and foreign exchange reserves declined 
from a peak of 1.8 billion in April to a year-end $1.3 billion. 

Except for sugar there was an across-the-board decline in earnings 
from Thailand's leading exports. Rice, was down some 20 percent in 
value, but remained the country's leading export. Tin and rubber, 
which are dependent on demand from industrial countries, both declined 
in value because of the international recession. The total volume 

of Thai trade was down slightly in 1975, but Thailand paid more for 
what it bought and received less from what it sold. The trade deficit 
therefore increased to about $800 million. 


Balance of Payments Deficit in 1975 likely to be repeated in 1976 


Thailand had a deficit of just under $140 million in her balance of 
payments account in 1975. This was the first deficit since 1971. 
Besides the larger trade deficit, other factors that led to the over- 
all payments deficit were smaller net contributions from services 

and lower private capital inflow. Tourist receipts were up again 

in 1975, but U.S. military spending, once the leading single source 
of foreign exchange earnings, fell further. Private capital inflow 
declined sharply to about 40 percent below the 1974 rate. 


Most forecasts call for a continuation in the adverse trend in the 
terms of trade. Foreign investment, too, is unlikely to pick up in 
1976. Another payments deficit is therefore likely in 1976. In 
order that a foreign exchange constraint not impede Thai economic 
development, the Thai government plans to increase borrowing from 
the World Bank and the Asian Development Bank. It is also going to 
the private capital market for the first time in the post-World War 





II period. The initial venture is a $100 million loan from interna- 
tional banks which should be announced shortly. These major loans 
by international public and private financial institutions illustrate 
confidence in Thailand's future. 


Weak Spots in the Economy Continue 


There are a number of trouble spots in the private sector, principally 
textiles, cement, and petroleum marketing and refining. The textile 
industry is still suffering from the effects of a great increase in 
capacity coming on stream just as demand for textile products declined 
sharply. Markets in the developed countries were hurt by the recession 
in 1974-75 and markets in Indo-China dried up after the Communist 
takeovers there. Demand for some lines of textiles has picked up in 
recent months and some firms are doing well. Others are still burdened 
by excessive unsold inventories and shaky financial positions. Both 
the central bank and the private banking system have had to take 
special measures to avert the collapse of one of the major textile 
companies. The cement and petroleum industries have been adversely 
affected by government controls over prices. The country's leading 
cement producer lost money in 1975 and has placed the blame on govern- 
ment controls. Price relief is unlikely until after the elections. 
Petroleum product prices have not been allowed to rise to fully reflect 
the increase in crude prices which has taken place since 1973 and 
particularly since October 1975. Both the government and the companies 
have absorbed part of these increases, the government through cuts 

in taxes, the companies through lower margins. The petroleum companies 
are asking for an increase in retail prices. Inevitably the higher 
costs must be passed on to the consumers, a highly unpopular govern- 
ment decision which will be delayed until after the April 4 elections. 


Labor Gains Strength 


With the new year, organized labor assumed a large role on the economic 
and political stage of Thailand. With the Prime Minister's announce- 
ment that retail prices of rice and sugar would be allowed to rise in 
order to insure a better price to the farmer, labor leaders began 
organizing a protest. A loose coalition of various trade unions, 
centered around several well organized state enterprise unions, called 
for a nationwide general strike to force the government to back down. 
After several days of confrontation during which the leaders of the 
Confederation of Labor Unions of Thailand (CLUT) indicated they might 
disrupt public transport and utility service, the Prime Minister and 
CLUT president Phaisan Thawatchainan agreed to submit the question 

of the need for a price hike to a committee of farmer, labor, student 
and government representatives. Although the strike was neither 





general nor nationwide it demonstrated a degree of solidarity and 
organization heretofore lacking in Thai labor circles, and earned 
labor a role in future policy deliberations. 


The Prime Minister's action in dissolving parliament and calling 
elections has provided an additional opportunity for labor to flex 

its newfound muscles. As a result CLUT spokesmen have been speaking 
out with new authority on issues as diverse as rice pricing, Bangkok's 
traffic congestion, corruption, and the election campaign. 


The new political role of labor has not lead to a lessening of labor- 
management tension. Numerous strikes have occurred and will continue 
to occur as employees demand 300-500 baht per month cost-of-living 
allowance increases and better health care, year-end bonuses and 
vacation arrangements. As a rule the strikes are settled quickly 
through negotiation and compromise. In some cases outside involvement 
by student and labor agitators has resulted in long and costly 
confrontations. 


Political Factors a Key to Recovery and to the Investment Climate 


In spite of some weak spots, the outlook for recovery in business in 
1976 is good. Demand from the industrial countries should be up as 
the American and Japanese economies improve. Demand for some Thai 
exports, such as tin and rubber, is already picking up as the indus- 
trial users increase their orders. The key to a solid recovery would 
be a Thai government with a firm mandate. Early in its tenure the 
government that will emerge from the elections in April will have to 
face such economic issues as price relief for the oil and cement 
industries and the shape of the 1977 budget. The current budget was 
designed to stimulate the economy and evidence so far is that govern- 
ment spending has helped to revive the construction industry. 


The new government will also be the key to the investment climate. 
Strong government assurances to prospective foreign investors and 
liberalized and streamlined application and residence procedures 

are urgently required. The Embassy's Economic Trends Report six 
months ago commented favorably on the Thai government's attempts to 
improve the investment climate. External political threats and 
internal political instability are still unsettling factors in the 
investment climate, but the grounds for hope discussed in our report 
six months ago are still valid. 





IMPLICATIONS FOR THE UNITED STATES 


Some of the best opportunities for American companies in Thailand 
should be in theagro-business sector. With emphasis being placed 

by the government on raising rural incomes and employment and on 
developing the economy in the countryside, sales prospects look 
particularly attractive for exporters of agricultural and food- 
processing machinery and equipment, as well as a wide variety of 
products and services needed for planned development of the rural 
economy. Thailand's fourth Five-Year Plan, now in the final stages 
of preparation, will include rural development among its priority 
objectives, with the Government expected to allocate considerable sums 
for such things as irrigation projects, expansion of power generation 
and transmission facilities, rural electrification, transportation 
including road and bridge construction, regional airport expansion 
and port improvement projects, country-wide expansion of telephone 
facilities, and the like. Equipment to complete such projects as 
these, will be needed, as well as construction equipment. Continued 
development and extraction of the country's mineral resources will 
create increasing demand for mining equipment, and the Asian Develop- 
ment Bank has recently approved a loan for development of Thailand's 
fishing industry. 


Assuming that the depressed investment climate will soon begin to 
improve as a result of the expected economic recovery, and provided 
that the forthcoming elections will result in an effective government 
better able to restore confidence in the country's future, potential 
investors should also benefit from this emphasis on rural development. 


There are other opportunities as well for American exporters, not 
directly related to rural development. There are expanding markets 
for a wide range of consumer goods, mainly in the Bangkok metropolis 
of over four million people, as well as for office and EDP equipment, 
scientific instruments, printing and graphic arts materials, and 
hospital and medical equipment. American exports to Thailand have 
constantly increased in recent years, and there is good reason to 
believe that this trend will continue. 


vx U.S. GOVERNMENT PRINTING OFFICE: 1976—210-946/118 3.1 





